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BELGIAN KEY ECONOMIC INDICATORS 
In millions of U.S. dollars unless noted 
Estimation 
1986 


Forecast 


1984 1987 


Income/Production/Employment 1985 


Population (millions) 
GDP (nominal) 
GDP per capita 
GNP (nominal) 
Industrial Production 
Labor Force (1,000s) 
Unemployment (avg % for year) 
Average Hourly Wage (1975=100) 
Government Deficit as % of GNP 


9,847.0 
78.40 
7,962 
77.44 
102.0 
4,232 
i344 
195.5 
ee 


9,856.8 
80.05 
8,121 
78.12 
103.6 
4,248 
12.2 
203.0 
-12.0 


9,871.0 
111.98 
11,344 
1110.08 
106.8 
4,236 
12.5 
208.8 
~21.5 


9,881.7 
125.59 
12,709 
129.41 
111.4 
4,227 
‘29 
213.4 
«$7 


(dollars) 


(1980=100) 


Money and Prices 


Money Supply 
Public Debt 

Foreign Debt 
Reserve Money 
Average Discount Rate ($%) 

Wholesale Prices (1975=100) 
Consumer Prices (1975=100) 
BF/$ Average Exchange Rate 


(M1) 17.63 
13.18 
17.61 
6.60 
11.0 
1.593 
1.826 
57.8 


17.81 
80.48 
16.61 
6.37 
9.44 
L.aos 
1.914 
59.6 


(year end) 


Merchandise Trade Balance/Balance of Payments(*) 


Exports (FOB) 
Exports to US 
Exports to EEC 

Imports (CIF) 

Imports from US 
Imports from EEC 
Merchandise Trade Balance 

With US 
With EEC 

Service Balance 

Current Account Balance 

Terms of Trade (% ch year ago) 


4,308.67 
261.38 
3,021.10 
4,604.35 
277.44 
3,144.80 
-295.68 
-15.8 
“193,7 
<2 
0.11 

in 


4,472.26 
283.50 
3,148.21 
4,670.73 
265.39 
3,253.56 
-198.47 
16.1 
-105.35 
1.15 
0.28 
-1.5 


5745.69 
ZS Die'Gi2 
4,086.77 
Dp 04) ok 
3916.59 
379 367.. 310 
-1.82 
-20.77 
148.47 
L255 
1 A 

4.0 
*Statistics are for the Belgium-Luxembourg Economic Union 
Main Exports to the United States 
Jewelry, Iron and Steel, 
wicycies 

Main Imports from the United States 
Soybeans, Combustion Products, 


(£irst halt F996): Fickms;, 
Boilers and Mechanical Equipment, 


Diamonds and 
Cats, Tractors and 


(first half 1986): Coarse grains and 


Organical Chemicals, 


Diamonds and Jewelry, 


Aeronautical Equipment, 


Boilers and Mechanical Equipment 


Sources: Banque Nationale de Belgique, 


Institut National de Statistique, 


DRI 





SUMMARY: 


The economic outlook for Belgium continues to be dominated by 
the budgetary austerity program, and any economic assessment 
must be considered guarded or, at a miniumum, tentative. The 
Organization for Economic Cooperation and Development (OECD) 
projects Belgium's economic growth for calendar years 1986 and 
1987 at 1.5 percent annually, lower than the projected average 
European Community (EC) rate of 2.6 percent. 


The prime area of concern continues to be the budget deficit, 
which for 1985 was over 12 percent of Belgium's GNP. In May 
1986 the Martens VI coalition government announced an austerity 
package to fulfill its 1985 election pledge not to raise taxes. 


Restrictions on government spending have implications for the 
entire government program although implementation to date has 
fallen primarily on the education, public, and welfare 

sectors. As an indication of the magnitude involved, in 1985 
education accounted for 15.8 percent of the budget, and social 
security 26.7 percent. Defense represented 6.3 percent of the 
budget; defense spending will remain at the fairly constant and 
traditional level of 3.3 percent of GNP. 


Unemployment, particularly among young people, is of great 
concern. Although down from a 1984 high of 14.3 percent, the 


present level of 12.2 percent now shows some signs of creeping 
upward. 


Nevertheless, there are brights spots on the Belgian economic 
horizon. The balance of payments position has improved and is 
now positive. Inflation is fairly low, and interest rates are 
falling. The improvement in Belgium's credit rating was good 
news as it looks to capital markets to continue funding its 
deficit. 


CURRENT ECONOMIC SITUATION AND TRENDS: 


The economic austerity policy begun in 1983 by Prime Minister 
Martens and his center-right coalition government received an 
unanticipated endorsement when the government parties increased 
their parliamentary majority in the October 1985 election. The 
four-party coalition had campaigned on the premise that 
austerity would need to continue; the voters increased the 
government's parliamentary majority from 13 to 15 seats. Six 
weeks of intensive inter-party negotiations ensued to reach 
agreement on the government program announced in December 1985. 





The goal is to restore equilibrium to the economy by reducing 
the budget deficit to viable levels by the end of the 4-year 
legislative term in late 1989. However, how to implement real 
budget cuts caused dissension in the Cabinet throughout 1985. 
In particular, both Flemish and Francophone Social Christians 
(CVP and PSC) hesitated when it became obvious that civil 
service and teacher jobs would have to be cut. Reductions in 
social security likewise resulted in strong reactions from the 
labor wings of both parties. 


The Budgetary Problem: Belgium's export-led growth fell short 
of the levels needed to stimulate the needed 3-4 percent growth 
in real GNP. The 1982 government recovery plan essentially 
closed the major avenue of increased domestic consumption, 
hoping that growth elsewhere in the EC would spur Belgian 
export growth and, consequently, GNP expansion. in SS 
unemployment continued to increase, and the government fell 
even further behind in its planned deficit-reduction program. 
By late 1985 the deficit had climbed to almost 12 percent of 
GNP, exceeding its 10.5 percent target. 


The Martens VI program calls for the deficit to fall to 8 
percent of GNP by 1987, with a decline to 7 percent by 1989. 
The 1985 results were disappointing, and the government must 
now cut the deficit by 4 percent of GNP in two budget years, 
the first of which was half over before proposed cuts could be 


implemented. The enormity of the task makes it highly likely 
that the deficit reduction timetable will continue to slip. 


Although the government continues its struggle against massive 
deficits, the cumulative debt continues to expand. The public 
debt, surpassing 100 percent of GNP in 1985, may reach a 
whopping 110 percent of GNP in 1986. On the positive side, in 
1985 the Treasury was able to eliminate completely its 
dependence on foreign borrowing. 


Even if the Martens VI Government is able to meet (or come 
close to) its target of reducing the budgetary deficit to 7 
percent of GNP, the deficit itself and the related accumulating 
debt will pose massive fiscal problems and challenges for 
successor governments. 


The business perspective -- profitability increases: The 
previous six months have seen a continuation of the business 
recovery which began in 1983 after the Martens V government 
took steps to restore confidence in the business community. 
Profits are continuing to increase, as is investment in 
manufacturing industries. 





Unemployment declining slightly: 1985 saw the first drop in 
the total unemployed in Belgium in 14 years. Two changes of 
definition may account for some of the decline, but the real 
number of unemployed has declined. The current figure of 12.25 
percent shows signs, however, of creeping upward. The May 
austerity package could add as many as 40,000 workers to the 
unemployment rolls by the end of 1987, putting an additional 
burden on the budget as tax revenue decreases and social 
security expenditures increase. 


Inflation and the current account -- austerity's two 
successes?: The austerity policies introduced in 1982 have 
produced two successes that continued into 1986: the taming of 
inflation and the improvement in the current account. 

Inflation remains low and is projected to hover at 2 percent 
for 1986 and 1987, assuming no change in the external factors 
of oil prices and the value of the U.S. dollar. Increased 
competition and thus lower prices are the hoped for result when 


some price controls are eliminated, in increments, in the next 
few years. 


Growth in Belgian exports has continued in 1986, attributable 
in part to fiscal and other incentives for business. The 
surplus in Belgium's current account for 1985 was approximately 
38 billion Belgian francs (BF), which is expected to increase 


for 1986. Growth in real exports together with slower growth 
in imports has produced an impressive recovery in the trade 
balance. The Government of Belgium's Planning Bureau recently 
forecast a trade surplus of 4.5 percent of GNP by 1990. 


Forecast for very moderate growth: Expansion at a very 
moderate rate over the next few years is the outlook for 
Belgium's economy. The current budget deficit virtually 
precludes any possibility of fiscal stimulus through increased 
government spendinq. While the government has pledged no tax 
increases, it has not yet shown enthusiasm for restructuring 
the tax code in ways which might stimulate the economy. Given 
the current constraints on the economy, predictions are for a 
Maximum 2.0 to 2.5 percent growth rate through the rest of the 
decade. 


IMPLICATIONS FOR THE UNITED STATES: 


U.S. products are now over 40 percent less expensive in BF 
terms than they were in spring 1985. Although U.S. exports 
could show a dramatic upturn in the near future, Belgium is a 





very competitive market. Many former purchasers of U.S. goods 
turned to other suppliers because of (1) the high exchange 
rate; (2) aggressive marketing by competitors; and (3) 
perceptions that U.S. suppliers are not willing to adapt their 
products to European requirements. The message is clear: U.S. 
products must be competitively priced, aggressively promoted, 
and appropriately adapted to this sophisticated market if new 
customers are to be found and old ones lured back. 


Belgium is among the world's most export-intensive countries. 
Exports to Belgium are frequently reexported, generally with, 
but sometimes without, value added. U.S. exporters should view 
Belgium also from the perspective of what can be sold through 
Belgium. U.S. firms should consider that Belgium's economic 
recovery has favored industry over the consumer, the interest 
in "high-tech", and the incentives and benefits available to 
new investors. 


Capital investment goods for manufacturing industries are a 
prime target for increased U.S. exports to Belgium. Belgium's 
need to modernize its industrial plant will require that it 
emphasize "high-tech" fields (robotics and 
scientific/analytical equipment) for both production and 
research. Despite austerity, there may be limited 
opportunities in consumer goods. 


Trade Opportunities: Certain sectors remain attractive for 
exporters of competitive "state of the art" U.S. products and 
services. The best prospects are listed below. All dollar 
forecasts are based on an average exchange rate (1987 forward) 
of 45 BF for $1 (the April 1986 FET forecast 50BF). Some 
apparent discrepancies are accounted for by varying currency 
conversion methods. 


Telecommunications Equipment: Imports accounted for almost 50 
percent of Belgium's total 1985 market of $596 million. fThe 


import share should grow steadily to 55 percent by 1989 because 
of procurement liberalization and the need for specialized 
equipment not produced locally. 

Telecommunications in Belgium consist of two distinct markets: 
the Regie des Telegraphes et des Telephones (RTT) and the 
non-RTT market. The RTT sector has traditionally been supplied 
by local manufacturers. Liberalization of end-user equipment 
sales will make the terminal equipment market more accessible 
to U.S. suppliers. The RTT monopoly still covers network 
equipment, telephone set and telex terminals, and modems for 
the dial-up network. Other equipment is offered in competition 
with private suppliers. Non-RTT equipment to be connected to 





the RTT network is still subject to RTT approval, a procedure 
both lengthy and complex. 


The Belgian Government has announced its intention to 
liberalize further the market for telecommunications equipment 
to be procured by government-controlled bodies. With the rapid 
expansion of the digital network, data communications equipment 
will show the highest growth rates. Best sales opportunities 
are and will continue to be for products reflecting the newest 
technology applications in end-user equipment. There are also 
markets for telecommunications services companies. 


Security and Safety Equipment: The Belgian market in 1985 
reached $24.5 million and is expected to increase to $34.9 
Million in 1986. The security content is currently expanding 
well in excess of the overall projected 15 percent average, 
while safety products will grow at a more modest five percent 
per year. Much of the demand for security equipment from 
individuals and businesses is triggered by rising crime rates. 
Since 1980, burglary and theft have increased at an annual rate 
of 35 percent. Local production of security and safety 
equipment is minimal, amounting to $6.6 million in 1985. Some 
50 Belgian manufacturers have activities in the security field, 
but are better known for other product lines. American 
trademark products account for approximately 40 percent of the 
market. U.S. equipment enjoys a good reputation for quality, 


reliability, and design. U.S. suppliers must work through 
established and well-respected distributors/installers to 
ensure proper installation and after-sales service. Products 
with the greatest potential are electronic anti-intrusion 
security and industrial surveillance equipment, bomb 
detection/protection/disposal equipment, and police training 
equipment. 


Computers and Related Software: This sector offers excellent 
opportunities. Total data processing expenditures in Belgium 
reached $2.4 billion in 1985 and will grow to $2.8 billion in 
1986. For the 1986-1990 period, dollar volume should increase 
by 16 percent annually. Software represents 46 percent of the 
sector versus 54 percent for hardware. This relationship is 
expected to be reversed by 1990. 


Belgium's 1985 import level of $636 million for computer 
hardware is expected to increase by 13 percent annually through 
1990. The micro-computer market is expanding at a annual rate 
of 14 percent, marginally faster than other areas. In value 
terms, mainframe computers take the lion's share with 60 
percent of the import market, followed by the minis and the 





micros each with 20 percent. The minis share will remain 
stable; micros will gain ground against mainframes. U.S. 
brand-names account for nearly 75 percent of the total Belgian 
computer market. A large share of this amount is manufactured 
outside the United States, however, with direct imports from 
the United States hovering at 25 percent. 


The 1985 $536 million market for software products and services 
is expanding rapidly and is forecast to grow 21 percent 
annually through 1990. Predicted annual growth for packaged 
software, the most promising sub-sector, is 30 percent annual 
growth during this same period. 


Pollution Control Equipment: The 1985 $95 million market is 
growing at roughly 8 percent per year and should reach $173 
million by 1988. The trend is towards local production through 
licensing agreements. The U.S. share of total imports was $16 
million, or 20 percent, in 1985. At projected annual 10 
percent growth, its share will reach $34 million by 1988. 
Major competitors are the Federal Republic of Germany (29 
percent), France (15 percent) and the Netherlands (11 
percent). Best current prospects are in water pollution 
control, with a shift toward air pollution control over the 
longer term. 


Robotics: Still in its early stages, this market is expected 
to grow rapidly, perhaps as much as 20 percent annually, in 
future. Tt totalled $18.4 million in 1984 (of which imports 
from the United States represented $4.9 million); $15.5 million 
in 1985; and an estimated $15.9 million in 1986. By the end of 
1985, 961 robots had been installed throughout Belgium, which 
ranks fourth worldwide in robotization. U.S. products (35 
percent of the market) compete with West German (20 percent) 
and Swedish (25 percent) products for market leadership and are 
respected for their quality/price competitiveness. 


Robotization has been heavily concentrated in automotive 
assembly but will grow in the electronics, electrical and 
metalworking and plastic processing industries. Good prospects 
are robot vision systems, sensors, programming units, software 


languages, robots linked to computers and/or CAD-CAM systems, 
and smaller scale robots. 


Fish: Belgium has a high per capita consumption of fish, a 
high level of imports (the world's tenth largest importer), and 
a small domestic fishing fleet. Imports represent about 80 
percent of consumption. The 1985 market is estimated at $260 
million and may increase to $332 million by 1988, reflecting an 





estimated real annual growth rate of 3.5 percent. The United 
States provides only about four percent of imports; other 
sources are the Netherlands (29 percent), Denmark (13.5 
percent), and France (10 percent). United States seafood 
exported to Belgium consists mostly of salmon, crab, eel, 
shrimp, and lobster; best prospects are monkfish, sole, 
halibut, whiting, dogfish, Alaska pollack, and Alaskan 

lingcod. The declining dollar has enhanced the market for U.S. 
seafood, since price is a determining factor. 


Insurance: With only three percent of a citizen's income 
devoted to insurance, Belgians are among the most underinsured 
in the world. There are a few growth sectors such as whole 
life-universal life/group insurance. The trend is now toward a 
plan which would combine savings and insurance with a 
fluctuating premium. 


All wage-earners, their employers, and the self-employed make 
mandatory contributions to a complex social security system in 
Belgium that covers, but only partially, medical, 
pharmaceutical, and health care expenses. Additional coverage, 
especially for hospitalization, is becoming increasingly 
popular. 


According to the terms of proposed legislation, individuals 
will be permitted to deduct payments for private coverage from 


their income tax. Increased demands on the state-controlled 
pension companies as the population ages will make private 
plans more attractive. 


Self-service (over the counter insurance) is becoming more 
widespread. The customer purchases insurance directly from the 
company, thus reducing intermediate costs. 


Pharmaceuticals: Best prospects are in “generic” drugs, 
although the trade association (AGIM) is vigorously opposed to 
this concept. Consumer/political groups, the Department of 
Public Health, and Social Security eagerly favor the idea. By 
law, generics must be sold at a 20 percent discount over brand 
products. Experts predict that generics could soon take over 
the market. 


The overall turnover, including re-exports, amounts to $1,222 
million dollars, and grew by an annual average of 12.4 percent 
in the last 10 years. The comparable rate for the domestic 
market was 4.46 percent. 


The United States ranks third among pharmaceutical exporters to 
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Belgium, with a 10.3 percent market share; France has 20 
percent, and the Netherlands, 11.58 percent. Because of its 
massive presence through subsidiaries, licensees, and partners, 
the American industry holds, by far, a dominant position with 
over thirty American- controlled pharmaceutical firms operating 
in Belgium. Two years are required to secure government 
approval for a new-to-market product. New-to-market U.S. firms 
should first contact the local trade association. 


Franchising: The market for franchised goods and services is 
still gaining ground after reaching an estimated $1.52 billion 
level in 1985. The principal activities are food and 
specialized non-food retailing and services. There are 110 
identified franchisers servicing about 3,150 outlets. Growth 
is forecast at between 11 and 14 percent per year until 1987 
and 18 percent per year thereafter, with the potential 1989 
market estimated at $2.7 billion. 


The domestic share of the market is between 45-50 percent, with 
the GB/INNO/BM group the largest franchiser with such names as 
Quick (hamburgers), Christiaensen (toys), Bricocenter 
(do-it-yourself), and Santal (beauty aids). U.S. participation 
accounts for about $600 million or 40 percent of the market (20 
percent of the franchises). The U.S. franchises are mainly in 
the high-value sectors, such as car rental (Avis, Hertz, 
Budget), beverages (Coca-Cola), hotels (Holiday Inn, Hilton). 
Others are McDonald's, Speedy, Computerland, J.C. Penney, 
Manpower, BaSkin Robbins, Pizza Hut, Dinitrol, Badgeman, Midas, 
Singer, Pearle Optics, and Tandy. 


Belgian franchising sales represent 5.6 percent of total retail 
sales. By comparison, in the United States, franchising 
(excluding automobile and gas station sales) accounts for an 
estimated 9-10 percent of the retail market. In neighboring 
Netherlands, the number of franchisors grew from eight to 194 
between 1960 and 1984. 


A detailed "Market Report on Franchising in Belgium," completed 
in June 1986, is available from the U.S. Department of 
Commerce, International Trade Administration, Market Research 


Section, Washington D.C., and from U.S. Department of Commerce 
District Offices. 





1987 


January 15-25 


Jan. 
February 
Feb. 

March 
March 
March 


April 
April 
May 
May 
May 


July 


September 
September 
September 
September 
September 
September 
Sept/Oct 
October 
October 
November 
November 
November 
November 
December 


24-Feb.8 
27-March 8 


21-29 
24-28 
11-17 
13-19 

6-10 
13-19 


13-16 
20-22 


MAJOR _ EXHIBITIONS IN BELGIUM 


COMMERCIAL VEHICLES SHOW, Brussels, 
IDEAL HOME SHOW, Brussels, annual 

TEXTIRAMA (textiles), Ghent, annual 
BATIBOUW (building equipment), Brussels, annual 

INT'L BOOK FAIR, Brussels, annual 

INTERFREEZ, Kortrijk, biennial 

EXPO PRINTEMPS (consumer)/SALON DES VACANCES (tourism) 
Brussels, annual 

SECURA (security equipment), Brussels, biennial 

SADIBEL (didactic equipment), Brussels, biennial 

COMPEC (mini and micro computers), Brussels, annual 
FLANDERS TECHNOLOGY (new technologies), Ghent, triennial 
INSTRURAMA (scientific instruments/laboratory 
equipment), Brussels, triennial 

11th INT'L CONGRESS OF THROMBOSIS §& HAEMOSTASIS, 
Brussels 

18th WORLD ROAD CONGRESS, Brussels 

DECOSIT (upholstery for furniture), Brussels, annual 
VESTIRAMA (clothing), Brussels, annual 

INTERNATIONAL FAIR OF FLANDERS (consumer), Ghent, annual 
COMMERCIAL FAIR OF LIEGE(consumer), Liége, annual 
KANTOOR (office equipment), Kortrijk, biennial 

AQUA-EXPO (water equipment), Brussels, biennial 

ARTS MENAGERS (consumer), Brussels, annual 

HARDWARE, Brussels, annual 

FURNITURE SHOW, Brussels, annual 

BELGIAN TRAVEL FAIR, Brussels, annual 

HORESCA (hotel/restaurant equipment), Brussels, annual 
ENERGY 87, Kortrijk, biennial 

HOBBY/INVENTIONS, Brussels, annual 


biennial 


FCS PROMOTIONS IN BELGIUM 


February 
March 
April 
May 

May 
May/June 


7-8 
11-17 


VISIT USA Seminar (tourism), Brussels 

SECURITY Trade Mission, Brussels 

P.C. USA (personal computers), solo exhibition, Brussels 
MATCHMAKER Trade Mission, Brussels 

FLANDERS TECHNOLOGY Exhibition, Ghent 

FRANCHISING Trade Mission 





You might be, if you don’t have current, up-to-date in- 

ARE formation on the countries to which you are marketing. 
Overseas Businese Reports and Foreign Economic 

YOU Trends and their Implications for the United States 


offer country-by-country reports with the information 


EXPORTI 4, : you need to succeed in overseas business. 
N Overseas Business Reports (oBr’s) 
BLINDFOLDED? bring you detailed infarmation on overseas trade and 


investment conditions and opportunities. They'll bring 
you the latest marketing information on countries offering 
good potential as sales outlets for U.S. goods. You'll find 


information on: 


@ trade patterns @ transportation 

@ industry trends @ trade regulations 

@ distribution channels © market prospects for 

@ natural resources selected U.S. products 

@ population @ finances and the © 
economy 


The OBR World Trade Outlook Series gives you a 
twice-a-year analysis of U.S. export prospects to all 
major trading companies. 


Foreign Economic Trends and their 
Implications for the United States 


focus closely on current economic developments and 
trends in more than 100 countries. This series is essential 
for analyzing new elements and trends to help you plan 
and evaluate your commercial or investment programs 
overseas. Each report: 
@ is prepared on the scene by U.S. Foreign Service 
and Foreign Commercial Service experts 
@ pinpoints the economic and financial conditions of 
the country, and how they could affect U.S. 
overseas business 
@ describes the principal influence of current condi- 
tions and future trends on the economy 


Use the order form below to start your subscription to 
both series today. 


U.S. Department of Commerce e International Trade Administration 


ERE IRE aa ins SUDA S/T RASS nu sn A mAh SS 
ORDER FORM To: Superintendent of Documents, U.S. Government Printing Office, Washington, D.C. 20402 


Credit Card Orders Only 
Enclosed is $___.____ 0) check, ey 
C money order, or charge to my Total charges $______ Fill in the boxes below. 


Deposit Account No. Credit 


eee gedne, COOOITTTTTTTTTrr 


Expiration Date 
Month/Year L1I1I | 


Enter my subscription to: (] Overseas Business Reports $26 per year ($32.50 overseas) For Office Use Only 
0) Foreign Economic Trends at $70 ($87.50 overseas) Quantity Charges 


Order No. 


Company Name Enctosed 


To be mailed 
Subscriptions 
Postage 
| Foreign handling 
MMOB 


Individuals Name—First Last 


Street address 


City State ZIP Code 


(or Country) 


PLEASE PRINT OR TYPE 
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